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Economic Developments in Iceland 


Since the devaluation of last March, Iceland has ex- 
perienced a serious loss of export markets for fish. Under 
the new trade agreement with Western Germany, the 
market for iced and frozen fish in Western Germany was 
cut to less than half of what it had been during the two 
previous years, and recently there has been an important 
drop in fish prices in the United Kingdom. Exports of 
fresh fish to these markets have ceased temporarily, and 
the possibility of selling frozen fish to the United King- 
dom is very small. In view of these circumstances, Ice- 
land has a difficult payments problem in Europe, particu- 
larly in sterling. 

At the time of the devaluation it was expected that the 
quick-freezing plants, despite the cessation of govern- 
ment subsidies, would be able to raise somewhat the price 
paid to fishermen, and thus compensate them for the rise 
in the cost of operations following devaluation. Since 
it is now expected that markets will not be found for an 
amount equal to more than half of last year’s output, and 
since the export price has dropped, the quick-freezing 
plants have not been able to raise the price of whole fish 
above the previous 75 aurar (US$0.046) per kilogram. 
In view of these circumstances, production of clip fish 
has increased, and facilities are being created for the 
preparation of fully cured clip fish, to be marketed in 
Latin America. A trade agreement has been concluded 
with Spain, which is expected to buy some of the clip fish; 
and under a new trade agreement with Czechoslovakia, 
Iceland will export frozen fish, fish meal, and fish oil. 

Foreign trade is expéctéd to be appreciably smaller in 
1950 than during previous years, with exports 22 per cent 
and imports 30 per cent below those in 1949, (Import 
and export values are calculated at the pre-devaluation 
sterling rate.) These estimates are based upon a rather 
cautious forecast for the herring season, which begins 


in July. 


Canada, U.S., and OEEC 


Canada’s Prime Minister read to the House of Com- 
mons on May 18 the text of the announcement made in 
London on the proposed informal association of Canada 
and the United States with the OEEC, and stated that the 
Canadian Government welcomed the announcement. In 
the talks of the Foreign Ministers of France, the United 
Kingdom, the United States, and Canada, the Secretary 
of State of the United States had stated his belief that it 


The cut in the investment program will probably be 
larger than planned, because of the drop in imports. The 
two new hydroelectrical power developments which were 
included in the program have been approved by ECA, 
and construction will begin this summer (see this News 
Survey, Vol. Il, p. 375). 

Negotiations for a new trade agreement with Denmark 
have been postponed. Under last year’s agreement, Ice- 
land was to import 20 million krénur worth of goods 
from Denmark, and to export goods valued at 22 million. 
Actually Iceland’s imports totaled 44 million krénur, 
while exports were only 7 million. As in previous years, 
Iceland settled the difference (US$5 million) mainly in 
sterling, except for some 2 million kronur, representing 
certain invisible items, which remained to be paid. Den- 
mark declined to negotiate further until the amount due 
had been paid, and furthermore requested that the 
amount be transferred at the pre-devaluation rate of ex- 
change and that in future all amounts be transferred 
without delay. 

As was expected at the time of devaluation, prices have 
continued to increase. By May the revised cost of living 
index had risen 5 per cent above the level of March 1, 
which is the minimum increase entitling wage earners to 
a corresponding adjustment in wages. Some of the in- 
crease, however, was due to the delayed effect on prices of 
the September devaluation. The primary direct beneficial 
effect of the devaluation so far has been the passing of 
a balanced budget for 1950. Elimination of subsidies on 
exports made the budget problem much easier to solve. 
Receipts on current account are expected to be 298.3 
million krénur and expenditures 262.1 million, thus 
leaving a surplus on current account of 36.2 million 
krénur. The over-all surplus amounts to 2.2 million 
krénur. 

Sources: Morgunbladid, Reykjavik, Iceland, May 3, 
12-14, 23, and 31, 1950. 


would be helpful to broaden the existing relationship 
between the OEEC and the United States to provide for 
regular discussion and consideration of problems re- 
quiring cooperative action in the coming period—par- 
ticularly after the end of ECA. The Canadian Secretary 
of State for External Affairs had indicated the interest 
of his country in participating in the study of these 
problems. 

“The Foreign Ministers of France and the United 
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Kingdom, after consultation with the Chairman of the 
OEEC, stated their hope that the OEEC would invite 
Canada and the United States to establish on an informal 
basis, a working relationship with the OEEC whereby the 
two countries could join with OEEC in the discussion and 
consideration of the action to be taken on these problems. 
“Tt was agreed that the proposed working relationship 
between Canada, the United States, and the OEEC would 
not interfere with the present functions of the OEEC as 
an organization devoted primarily to European economic 
problems as provided in the Convention for European 

Economic Co-operation.” 
Source: Department of External Affairs, Canadian 
Weekly Bulletin, Ottawa, Canada, May 26, 1950. 


World Sugar Production 


The U.S. Department of Agriculture reported on June 
11 that world production of sugar is expected to be 2 per 
cent above the 1949 record figure and 10 per cent above 
the prewar average. The volume is forecast at 37,999,000 
short tons, raw value. 

Crops in Puerto Rico, Cuba, and a number of countries 
in Europe and South America are proving to be larger 
than earlier estimates had indicated. Cuba alone reports 
a probable crop of 6.2 million short tons, against 5.5 
million in 1949. 

Sources: Diario de la Marina, Havana, Cuba, May 23, 
1950; The Washington Post, Washington, D.C., 
June 12, 1950. 


Report On Coffee Marketing Problems 


The Gillette Senate Agricultural Subcommittee, in its 
report to the full Committee, has recommended sweeping 
changes in the marketing set-up for coffee in the United 
States. The report will now be considered by the full 
Committee. The 19 recommendations include the fol- 
lowing: that the ECA refuse dollars to foreign countries 
for the purchase of coffee; the Defense Department pur- 
chase coffee on a month-to-month basis for the next six 
or eight months; there be a severe tax on profits made in 
all commodity futures transactions by non-U.S. citizens; 
foreign spot coffee holdings be forced to move at once 
into trade channels; coffee be placed under the Commod- 
ity Exchange Authority for regulation, and 50 per cent 
margins be required on the New York futures exchange 
on all coffee transactions; the New York Coffee and 
Sugar Exchange discontinue the use of its D and S form 
of contract for futures trading in coffee and substitute 
a U, or universal, type of futures contract; the Bureau 
of the Census undertake to make regular quarterly re- 
ports on green and roasted coffee stocks on hand; the 
United States, through diplomatic channels, offer to 
assist the Brazilian and Colombian Governments in ad- 
justing their official exchange rates for the cruzeiro and 
the peso to more realistic levels; the coffee-producing 
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countries be urged to establish fully reliable statistical 

organizations; the United States offer technical assistance 

to friendly nations desiring to expand coffee production. 

Source: The Journal of Commerce, New York, N. Y., 
June 12, 1950. 


Europe 


Western European Programs 


The Council of OEEC has asked each of its members to 
draw up an economic survey of the next four or five years. 
The survey should cover the investment programs and 
the policies to be pursued toward the maximum increase 
and utilization of productive capacity. The OEEC will 
strive to coordinate these plans and to avoid inconsis- 
tencies and waste. The difficulties of each member will 
be studied and will be tackled in cooperation by all 
members. 


Source: Agence Economique et 
France, June 5, 1950. 


Financiére, Paris, 


British Trade Negotiations 


In recent trade negotiations, the United Kingdom and 
the Netherlands have agreed on the prices of most food- 
stuffs to be imported by the United Kingdom, with the 
exception of egg prices. Britain continues to refuse to 
pay the high price asked, and, according to Dutch 
sources, will not import any. It is estimated that a grow- 
ing Dutch deficit will develop in the course of payments 
between the two areas. 

Negotiations for a trade and payments agreement be- 
tween the sterling area and Western Germany, which 
were dropped last March, have been resumed. The im- 
passe of last March, developing out of U.S. objection to 
the British proposal for a scheme eliminating the dollar 
entirely from the Anglo-German payments system (which 
at present provides for an overdraft swing of £7.5 million 
without dollar payments), must now wait for agreement 
on the EPU. The present talks are concerned primarily 
with arrangements for interim payments and trade 
schedules, and are likely to result in a liberalization of 
British import restrictions on German goods. At present 
the balance of payments between the two areas is slightly 
favorable to Western Germany, although in the first 
quarter of the year it was in favor of the United King- 
dom. British imports from Germany for that quarter 
were £9.6 million, and exports to Germany were £13 
million. In the first quarter of 1949, exports to Germany 
amounted to only £8.8 million. The Germans claim that 
the increase in their imports this year and the resulting 
deficit were due to the greater liberalization of their 
import policy. 

It is believed that the Bank of England still holds nearly 
all of the DM 7.5 million that it accumulated as a result 
of the U.K. favorable balance in the first quarter, while 
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Germany has made extensive use of its sterling drawing 
rights. 
Source: The Economist, London, England, June 10, 1950. 


British Oil Agreement 


An agreement has been reached by the British Govern- 
ment with the Standard Oil Company of New Jersey and 
with the Socony-Vacuum Oil Company, which are part- 
ners in the Iraq Petroleum Company. That part of their 
share of the oil produced by the Iraq Petroleum Company 
which is sold to the sterling area will in future be sold 
through a British subsidiary company. Thus far the sales 
of American companies in the sterling area have been 
paid for in dollars and their profits have not been taxed. 
Although sales will still be against dollars, the British 
subsidiary’s profits will be subject to taxation. In ad- 
dition, the subsidiary will be permitted to pay the Iraq 
Petroleum Company partly in sterling for oil sold outside 
the sterling area. 

Sources: The Times, London, England, June 9, 1950; 
The Wall Street Journal, New York, N.Y., June 
9, 1950. 


British Capital Market 


The British Treasury has issued for cash at 9914 an- 
other £100 million tranche of the 24% per cent Funding 
Loan 1956-61, of which £200 million is already out- 
standing. At the same time, holders of the 24% per cent 
National War Bonds 1949-51 were given the right to 
exchange them for Funding Loans at par, plus a cash 
payment to them equal to the difference between the 
prices of the two issues, plus a small profit. 

The authorities, according to The Economist, have 
taken advantage of a period of gilt-edged buoyancy in 
order to strengthen their cash position, recently impaired 
by a heavy take-up of British Electricity Authority stock, 
and thus they will be better able to face the final maturity 
of £714 million of 24% per cent War Bonds 1949-51 in 
August 1951 without the need for credit expansion. The 
linked conversion operation scales down the size of this 
War Bond maturity. Furthermore, it may be possible 
to redeem some floating debt for cash. 

There was considerable switching in the market as the 
discount houses, unable themselves to convert into a 
1956-61 issue, sold part of their holdings of 1949-51 War 
Bonds to investors better able to take advantage of the 
conversion offer. There were also sales of 1951-53 War 
Bonds, and 214 Exchequer Stock 1955 and 1952-54 
Bonds were taken up. The authorities, who are believed 
to hold half the 1949-51 War Bonds, have presumably 
taken up more. 

Meanwhile the strength of industrial equities continues. 
The Financial Times share index rose from 107.4 
(1935 = 100) on May 4 to 114.8 on June 7. 
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Sources: The Times, June 8, 1950, and The Economist, 
June 10, 1950, London, England. 


British Nylon Yarn Prices 


British Nylon Spinners announced on June 6 a re- 
duction of 20 per cent in the price of all nylon yarns. 
The British Nylon Spinners plant at Pontypool, which 
has a capacity of 10 million pounds of yarn a year, is 
steadily expanding and improving its manufacturing 
methods; correspondingly, costs are falling. The increase 
in output has been hampered, however, by a shortage of 
nylon polymer. It is hoped that the price cut will enable 
British textile manufacturers to compete in hard currency 
markets. Exports of nylon yarn products are expected 
to reach £10 million this year, and will be limited in the 
future only by the extent of output. 

Source: The Economist, London, England, June 10, 1950. 


French Proposal to Pool Coal and Steel Resources 


On June 3, the French Foreign Office announced in an 
official communiqué that “the Governments of France, 
Germany, Belgium, Italy, Luxembourg and the Nether- 
lands will begin negotiations on the basis of the French 
proposal of May 9, 1950 [to pool German and French steel 
output under the control of a common high authority; 
see this News Survey, Vol. II, p. 359] at a date which 
will be proposed in the immediate future by the French 
Government with the view of bringing about the establish- 
ment of a treaty which will be submitted for ratification 
by the various Parliaments.” A statement by France and 
a British communiqué announced “that the United 
Kingdom has welcomed the French invitation of May 9, 
1950,” but that the British Government “does not feel able 
to accept in advance, nor do they wish to reject in 
advance, principles underlying the French proposal.” 
Therefore, Britain will not participate directly in the 
negotiations, but will follow the matter closely and 
maintain contact with the governments concerned. 


Sources: Le Monde, Paris, France, June 4 and 5, 1950. 


Price Developments in France 


The general index of wholesale prices in France was 
2081 (1938 = 100) in May against 2097 in April 1950; 
in May 1949 it was 1850. The retail price index for 
Paris, representing chiefly prices of food, dropped to 1906 
(1938 = 100) in May which was 0.8 per cent below the 
April 1950 figure. 

Of importance is the tendency for agricultural prices 
to fall and for industrial prices to rise. The index of in- 
dustrial prices caught up with that for agricultural prices 
by mid-1948; at the end of 1948, however, food prices 
started to decline while industrial prices remained prac- 
tically constant. After May-June 1949, both indexes 
resumed their slow rise, and at the end of 1949 industrial 
prices were 21 times their 1938 level while agricultural 
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prices were only 18 times those in 1938. In the early 
months of 1950, agricultural prices declined slightly but 
industrial prices advanced continuously as a result of 
readjustments in the prices of raw materials and of wage 
increases. The effort to lower industrial prices has en- 
countered many difficulties; and it may well be that the 
objectives of the government price policy will aim at 
preventing any further widening of the gap between 
industrial and agricultural prices by checking a further 
drop in agricultural prices. 
Sources: Le Monde, Paris, France, June 4, 1950; The 
Financial Times, London, England, June 6, 1950. 


Netherlands Trade Agreements 


A new Netherlands-Spanish trade agreement for the 
year June 1, 1950 to July 1, 1951 provides for quotas on 
both sides of 75 million guilders (US$20 million), which 
is twice the 1949 trade, expressed in guilders. 

Indonesia and the Netherlands have concluded a trade 
agreement with Hungary for the year beginning June 1, 
1950 providing for import and export quotas on both 
sides of 40 million guilders. 

Sources: Aneta News Bulletin, New York, N.Y., June 1, 
1950; Neue Ziircher Zeitung, Ziirich, Switzer- 
land, June 3, 1950. 


Netherlands-Indonesian Wheat Quotas 

Under the International Wheat Agreement, the Nether- 
lands import quota for wheat has been raised by 50,000 
tons, to 750,000 tons. This includes imports by Indo- 
nesia and the Netherlands West Indies. Indonesia will 
soon ask for a separate quota of 75,000 tons. 
Source: Nieuwe Rotterdamsche Courant, Rotterdam, 


Netherlands, May 25, 1950. 


Swiss Loan for Orange Free State 


Three new possible sources of capital for the Orange 
Free State gold mines—Switzerland, France, and DeBeers 
—have been recently canvassed in the Kaffir market. The 
availability of Swiss funds has now been confirmed 
through a loan floated by the Union Bank of Switzerland 
to the Anglo-American Corporation. The loan is for 
50 million Swiss francs at 4 per cent, repayable in 1962 
at par with the right to redeem at par after 1957. The 
net proceeds to the Corporation will amount to 461% 
million Swiss francs. Although the expenses in connec- 
tion with the issue will be heavy, it is doubtful that the 
necessary funds could at the present time be raised at 
lower cost in London. 


Source: The Economist, London, England, June 10, 1950. 


Reconstruction Fund in Denmark 


The Danish Government has introduced a bill in the 
legislature providing for the creation of a reconstruc- 
tion fund of DKr 210 million (US$30.4 million). The 
money would come out of the counterpart fund, which 
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at the end of June is expected to amount to about DKr 850 
million. The remainder of the counterpart fund would 
be used for debt redemption. 

The reconstruction fund would provide loans for five 
purposes: (1) DKr10 million would be used by the 
Faeroes for harbor and water power developments; 
(2) DKr 10 million would be used for research to pro- 
mote production efficiency; (3) DKr 105 million would 
be used for agriculture; (4) DKr75 million would be 
used for development of industry, modernization of 
hotels, and renovation of small freight ships; (5) DKr 10 
million would be used by the fisheries. The smaller loans 
would run for fifteen years and the larger loans for 
twenty-five years; the interest rate would be 31% per cent. 
Source: Berlingske Tidende, Copenhagen, Denmark, 

May 11, 1950. 


Lead in Greenland 


According to a report from Stockholm, 40 geologists, 
engineers, and mine workers from Sweden are going to 
participate in a 120-man international expedition to 
Greenland this summer, headed by the Danish geologist 
and explorer Lauge Kock. Swiss and English geologists 
will also participate, as well as an American representing 
ECA. The purpose of the expedition is to explore new 
lead deposits that were discovered in Greenland in the 
summer of 1948. 

Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, June 6, 1950. 


Taxation in Greece 


A semi-official committee of specialists has estimated 
that the taxation burden in Greece is now 40 per cent 
higher than before the war. Total taxes (state and local 
taxes and social security charges) are estimated to have 
absorbed 31 per cent of the national income in 1948, 
against 22 per cent in 1938. At the same time, per capita 
income fell from the equivalent of US$80 in 1938 to 
US$66 (of 1938 purchasing power) in 1948. 

The low income groups are the more heavily burdened. 
Over-all taxation is estimated as absorbing 33.5 per cent 
(compared with 24 per cent prior to the war) of the 
9 million drachma ($600) annual income of a typical 
worker family of 5 members. However, the burden is 
somewhat reduced by the system of low priced rationed 
goods financed by the Government. Higher taxation of 
low incomes is attributed primarily to the low level of 
over-all national income, which limits the yield of direct 
taxes. Indirect taxes account for 81 per cent of total 
State revenue from taxation. 


Source: Naftemboriki, Athens, Greece, May 30, 1950. 


West German Interest in Fund and Bank 


According to recent reports from Bonn, Mr. Vocke, 
President of the Bank Deutscher Lander (West German 
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Central Bank), in a letter addressed to Mr. Adenauer, 
Chancellor of the Federal Republic, has recommended 
that Western Germany seek admission to membership in 
the International Monetary Fund. Mr. Vocke pointed 
out in detail the various advantages that Western Ger- 
many would gain through membership in the Fund. He 
also mentioned that it would open the way for Western 
Germany’s admission to membership in the International 
Bank for Reconstruction and Development, a potential 
source for long-term loans, which could help to relieve 
the shortage of investment capital in Western Germany. 
Source: Agence Economique et Financiére, Paris, France, 


June 7, 1950. 


West German Machinery Exports 


The West German machinery industry has almost 
reached the prewar (1936) production level. The in- 
dustry, which employs some 420,000 employees, is now 
working at 70-75 per cent of capacity, which it is hoped 
will soon be increased to 85 per cent. An addition of 
60,000 to 80,000 workers to the labor force would make 
this increase possible, using the existing production facil- 
ities. Labor productivity (still 20-25 per cent below 
prewar) could also be improved, but progress in this 
respect will depend largely on the availability of invest- 
ment funds for the modernization and renewal of equip- 
ment. 

Last year, machinery exports began to recover from 
their extremely low postwar levels, and their value for 
the year was $106 million, compared with $3.5 million in 
1947 and $30 million in 1948. The 1949 machinery 
exports comprised about 10 per cent of total exports. 
Before the war the percentage was only slightly higher 
(11.8 per cent in 1936), which indicates that machinery 
exports have recovered more rapidly than other exports 
of German manufactured products; the latter accounted 
for 35.8 per cent of total German exports in 1936, but 
for only 17.7 per cent in 1949, 

In the first quarter of 1950, export orders accounted 
for 20 per cent of total new orders received by the 
machinery industry (the percentage was 11.4 per cent 
a year ago). Compared with the prewar level, however, 
West German exports of machinery are still very low. In 
1949, only 3 per cent of world exports originated in 
Western Germany, while 53 per cent were supplied by the 
United States, 26 per cent by Great Britain, and 18 per 
cent by other countries. In 1936, the proportions were 
29 per cent for Germany (the present area of Western 
Germany contributing an estimated 17 per cent), 28 per 
cent for the United States, 21 per cent for Great Britain, 
and 22 per cent for all other countries. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
June 3, 1950. 





Polish Trade and Payments Agreement 
With Eastern Germany 


On June 5, a trade and payments agreement was con- 
cluded between Poland and the German Democratic Re- 
public. The exchange of goods between the two countries 
in 1950 is to be 60 per cent greater than in 1949. The 
level of trade in 1949 is not known, but Poland has been 
regarded as Eastern Germany’s most important trade 
partner. The one-year trade agreement concluded in 
early 1949 provided for an exchange of goods valued at 
US$152 million (exports plus imports). The recent 
agreement also provides that Poland will grant credit 
facilities to the German Democratic Republic. 

Source: Polish Embassy, Press Release, Washington, 
D. C., June 7, 1950. 


Middle East 


Egypt’s Foreign Trade 


Preliminary statistics on Egypt’s foreign trade in 1949 
show an increase of £E4.8 million over 1948 in the value 
of imports. Total imports in 1949 amounted to £E177.7 
million. Imports from the United Kingdom were £E38 
million, or 22 per cent of the total, against £E36 million, 
or 21 per cent, in 1948. Imports from the Commonwealth 
and Empire were valued at £E34 million, or 19 per cent, 
compared with the 1948 figure of ££36.7 million, or 16 
per cent. In 1949, Italy supplied about 8 per cent, the 
United States 8 per cent, and France 6 per cent of Egypt’s 
imports. 

Total exports from Egypt, including re-exports, rose 
from £E137.7 million in 1948 to £E142 million in 1949. 
Shipments to Great Britain were £E23.5 million, or 
17 per cent, against £E41 million, or 29 per cent of the 
total, in 1948; those to the British Commonwealth and 
Empire increased from £E£26.5 million in 1948 to £E36 
million in 1949, with the percentage of the total rising 
from 19 to 25. Italy’s and France’s share in Egypt’s 
exports amounted to 8 per cent each, followed by Czecho- 
slovakia and Germany, with 4 per cent each. 

Source: The British Chamber of Commerce of Egypt 
Journal, Cairo, Egypt, April 1950. 


Amendments to Ethiopian Currency Law of 1945 


A new Proclamation, effective March 30, 1950, 
amended the Ethiopian Currency and Legal Tender 
Proclamation of 1945. The first amendment alters the 
structure of the note cover reserves. The State Bank has 
been empowered to maintain a fund consisting of gold, 
silver, and foreign currency bank balances, or prime 
securities readily convertible into foreign currencies or 
bank balances, to a minimum of 30 per cent of the note 
circulation, and Imperial Treasury obligations to a maxi- 
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mum extent of 70 per cent. The Treasury obligations 
will be secured by the pledge of fixed assets of the 
Imperial Treasury with a value equal to 110 per cent of 
these obligations. Prior to the amendment, reserve re- 
quirements called for the maintenance of 75 per cent of 
these reserves in gold, silver, and acceptable foreign 
balances and securities, and 30 per cent in Ethiopian 
Treasury bills and securities. 

The second amendment limits the power of the Gov- 
ernment and its agencies to borrow from the State Bank 
to an amount not exceeding Eth$3 million on direct 
obligations and Eth$2 million on indirect obligations. 
Source: Negarit Gazeta, No. 7, Addis Ababa, Ethiopia, 

March 30, 1950. 


iraqi Imports and Prices 


Since April the Iraqi Government has enforced a ban 
on imports of such commodities as potatoes, onions, peas, 
nuts, and apples, for which domestic products could be 
substituted. The measure is in line with the Government’s 
declared policy of cutting imports wherever possible, 
with a view to readjusting the trade balance. As a 
result of this policy, prices of domestic substitutes have 
risen substantially. However, it is hoped that prices 
will drop when local supplies appear in the market. 

The rise in wheat rices has been due mainly to the 
Government’s release of 100,000 tons for export in March 
1950, and to flood damage (see this News Survey, Vol. II, 
p. 376). Foreign demand for Iraqi dates, coupled with 
the reduced supplies toward the end of the season, have 
contributed to the rise of date prices. 

Source: The Iraq Times, Baghdad, Iraq, May 26, 1950. 


Far East 


Repatriation of Investments in India 


With a view to giving greater confidence to foreign 
capital investors in India, the Indian Government has 
announced relaxations of the principles governing the 
repatriation of foreign capital invested in India by resi- 
dents of countries outside India. Repatriation of capital 
owned by residents of the sterling area and Scandinavia 
will be freely allowed. In regard to other countries, 
capital invested since January 1, 1950 in projects ap- 
proved by the Government may be repatriated at any 
time to the extent of the original investment and from 
the proceeds of that investment. Also, any part of profits 
derived from investments and plowed back into the 
projects with the Government’s approval may be treated 
as an investment for the purpose of allowing repatriation. 
The total available for repatriation would be restricted 
to the amount of rupees originally invested or plowed 
back; appreciation of capital invested or reinvested 
would not qualify. For investments in the form of 
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goods and services, the amount available would be the 
rupee value as recorded at the time of the investment. 
The repatriation facilities do not apply to shares 
purchased on the stock exchange unless they represent 
an integral part of an approved investment project. 
Neither would they apply to capital invested before 
January 1, 1950, except capital from the sterling area 
and Scandinavian countries. 
Source: The Times of India, Bombay, India, June 2, 
1950. 


Industrial Development in Pakistan 


The Pakistan Parliament has passed the Industrial 
Corporation Bill setting up a government corporation 
with an initial capital of Rs 10 million, which may be 
increased later, if necessary. The Corporation will form 
subsidiary companies to promote shipbuilding and the 
manufacture of jute, paper, chemicals, fertilizers, and 
heavy engineering industry products. Private capital 
may or may not participate in these subsidiary com- 
panies. 

Under new tax concessions, industrial concerns will 
be exempt from income tax, supertax, and business-profits 
tax up to 5 per cent of the invested capital. Special 
depreciation relief measures have also been announced. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., June 5, 1950. 


Indonesia’s Rubber 


Hoards of rubber are reported to have been built up 
in Indonesia in recent years as a guarantee against cur- 
rency depreciation. In 1949, production was 500,000 
tons, whereas the supplies which actually came forward 
were only 431,000. The estimate for 1950 production 
is 520,000 tons. 

Source: The Statist, London, England, May 13, 1950. 


Netherlands Payments in New Guinea 


It is officially estimated that the Netherlands will spend 
20 million guilders net (US$5.3 million) in Netherlands 
New Guinea during 1950. Private capital is hardly 
interested in the opening up of New Guinea as long as 
the status of the country has not been determined. Un- 
organized emigration by Eurasians from the Republic of 
the United States of Indonesia to New Guinea has been 
restricted. Payments between the Netherlands and New 
Guinea are affected through a Netherlands guilder account 
at the Netherlands Trading Company in Amsterdam, 
and are subject to approval by the exchange control 
authorities. 

Sources: Economische Voorlichting, The Hague, Nether- 
lands, May 16, 1950; Aneta News Bulletin, 
New York, N.Y., May 25, 1950. 
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FINANCIAL NEWS SURVEY 


China’s Bond Sales 
The first issue of 1950 North-East (Manchuria) pro- 
duction and construction bonds has been concluded with 
an actual sale of about 22 million units. (A unit is 
composed of fixed quantities of miscellaneous essential 
commodities, such as rice and cotton cloth.) The original 
plan was for the sale of only 17 million units. The 
percentage distribution of purchases is industry and 
commerce, 65.2; individuals, 12.6; officials and educa- 
tional workers, 9.1; farmers, 7.1; and peddlers, 4.9. 
Source: Ta Kung Pao, Hong Kong, May 6, 1950. 


United States and Canada 


Forecast of U.S. Wheat Crop 


The U.S. Department of Agriculture has recently fore- 
cast a total wheat crop in 1950 of 944.5 million bushels— 
18 per cent below 1949 and 8 per cent below the 1939-49 
average. (See also this News Survey, Vol. Il, p. 355.) 
Domestic consumption has been estimated at 700 million 
bushels and exports for the new marketing season at 300 
million bushels, which indicates that 1950 output may 
fall short of total consumption by about 56 million bushels. 
Source: The Wall Street Journal, New York, N.Y., June 

10, 1950. 


U.S. Plant and Equipment Expenditure 


The U.S. Securities and Exchange Commission and the 
Department of Commerce, in a joint report, have revised 
upward their earlier estimates of plant and equipment 
expenditures in 1950. Expenditures for the first 9 
months of 1950 are now estimated at $12,710 million, 
only 6 per cent less than in the comparable period of 1949. 
The estimate at the beginning of the year was that ex- 
penditures would run 11 per cent behind those in 1949. 
Outlay by manufacturers in the second and third quarters 
is expected to equal that in the same period of 1949, 
while outlay of electric and gas utilities is expected to 
exceed the 1949 level. With the exception of mining, all 
industries plan to spend more on plant and equipment 
than was reported in the earlier survey. 

Source: The Wall Street Journal, New York, N.Y., June 
12, 1950. 


Canadian Employment 


Unemployment in Canada has dropped from a peak of 
434,000 (8 per cent of the labor force) on April 6 to 
306,000 (6 per cent of the labor force) on May 18. In 
spite of this decline, approximately 100,000 more persons 
were looking for work than in the comparable period of 
1949. It is hoped, however, that unemployment will be 
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further reduced by a continuing strong demand for 
construction labor. Employment in the major nonagri- 
cultural industries began to improve at the beginning of 
April, which was a reversal of the downward movement 
that began last October. The general improvement was 
contra-seasonal in character; even the seasonal curtail- 
ment of logging was below average. 

Source: The Globe and Mail, Toronto, Canada, June 

7, 1950. 
















































Canadian Wheat and Bacon 





Canada has sold 177 million bushels of wheat under 
the International Wheat Agreement, or 86 per cent of her 
quota for the crop year ending July 31, 1950. Sales 
have virtually ceased, however, as importers are waiting 
until the end of July to see what is going to happen to 
prices. Up to the present, Canada has not sold any 
grain, either within or outside the Agreement, at prices 
less than the Can$1.98 ceiling. As Canada has no obli- 
gation to sell below the ceiling, it has been suggested 
that the Wheat Board may carry over 20 million bushels 
into the next crop year. Canada is currently selling non- 
agreement wheat at Can$2.06 a bushel, and undercutting 
the United States in Latin American markets. 

The Government is also behind schedule in bacon 
shipments to the United Kingdom. The 1950 agreement 
called for the delivery of 60 million pounds of Grade 
“A” Wiltshire sides. The Government, however, has been 
able to purchase only 15 million pounds, as the support 
price of 32% cents is less than the market price. Because 
market conditions are so much better than anticipated, it 
is believed that the Government has dropped its plans for 
lifting the embargo on shipments to the United States. 
Pork will be in short supply until September, but the 
Government hopes to re-enter the market at that time. 
Sources: The Globe and Mail, Toronto, Canada, June 9 
and 10, 1950. 


Latin America 


Customs Regulations in Guatemala 


In May, Guatemala began to apply 100 per cent ad 
valorem duties to imports from Chile, China, the Do- 
minican Republic, Japan, and Spain. This measure was 
taken under Decree 440 which permits 100 per cent 
duties to be applied to imports from countries with which 
Guatemala has a trade deficit of more than 75 per cent. 
While in absolute terms the deficits with these five 
countries in 1949 were small, aggregating less than 
$650,000, in relation to exports the deficit with Spain 
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was 99.8 per cent and those with China and the Dominican 
Republic were 100 per cent. 

Guatemala also had deficits of more than 75 per cent 
with Czechoslovakia, Curacao, Denmark, France, Eng- 
land, Mexico, Peru, and Switzerland, but under existing 
commercial agreements higher customs duties cannot be 
applied to imports from these countries. Guatemala’s 
exports to Mexico, for instance, were valued at only 
$15,000, whereas imports from that country amounted 
to $3.4 million. 

Source: El Imparcial, Guatemala City, Guatemala, May 
17, 1950. 


Haiti’s Coffee Crop 


The 1949-50 coffee crop in Haiti is considered well 
above average in both quality and quantity, though 
somewhat smaller than that of the previous year. Early 
estimates indicate a crop of 448,300 bags of 60 kilograms 
each, compared with 483,509 bags in 1948-49. 

Stimulated by the present high prices, the crop is 
moving very fast. More than 64 per cent of the estimated 
exportable crop had been exported by the end of February, 
compared with 40.6 per cent on the same date in 1949 
and 43.1 per cent in 1948. 

The largest market for Haitian coffee continues to be the 
United States. Italy and Belgium are strong competitors, 
however; both countries took more coffee than the United 
States in January, and Belgium exceeded the United 
States in February. Cuba and the Netherlands also are 
important markets, though the latter country is importing 
considerably less Haitian coffee in 1950 than in 1949. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., June 12, 1950. 


Brazil’s “‘Salte” Plan 


The five-year Salte plan for development in the fields of 
health, food, transport, and power is fully under way in 
Brazil, the Congress having approved expenditures 
through 1954 of 20 billion cruzeiros (US$1.08 billion 
at the official exchange rate). This includes 2.6 billion 
cruzeiros for health measures, 2.7 billion for food pro- 
duction, 11.3 billion for transport, and 3.2 billion for 
power. 

Source: Brazilian Government Trade Bureau, Brazilian 


Bulletin, New York, N.Y., June 1, 1950. 


Other Countries 


Australian Loan 


The Commonwealth Government is to borrow £A50 
million in Australia; £437 million is for the redemption 
of maturing loans and the remainder for the loan pro- 
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grams of the States. The interest rates of the new loan 
are 3.125 per cent for long-term securities, and 2 per cent 
for short-term. 


Source: The Times, London, England, June 7, 1950. 


Currency Law for Italian Somaliland 


A new monetary unit, the somalo, has been created in 
Italian Somaliland. It will have a gold parity corres- 
ponding to that of the East African shilling, which was 
the currency previously circulating in Italian Somaliland. 
The somalo becomes the sole legal tender in Italian 
Somaliland. 

The issue of notes and coins is entrusted to the “Cassa 
per la circolazione monetaria della Somalia,” which will 
be required to maintain 100 per cent cover in gold, silver, 
and foreign exchange for notes and coins of face value 
of 1 somalo or more. The Cassa will have the status of 
an institution incorporated under public law, under the 
control of the appropriate ministries, and will be adminis- 
tered in close association with the Bank of Italy. Its 
initial capital, provided by the Italian Government, will 
be 87.5 million lire, equivalent to 1 million somali. 


Source: Jl Commercio 24 Ore, Milan, Italy, May 11, 1950. 


North Borneo’s Foreign Trade 


North Borneo had an export surplus in 1949 of some 
SS$3.8 million (US$1.6 million); exports were valued 
at SS$37.7 million (US$15.7 million). As in 1948, rubber 
was the principal export, but increased exports of timber, 
tobacco, and cutch indicated progress in diversification. 
Expansion of the Colony’s industries has been hampered 
by a labor shortage; it is hoped, however, that immigra- 
tion from Indonesia will relieve this situation. 


Source: The Crown Colonist, London, England, May 
1950. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations preclude a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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